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Creating an Oasis, Part Two: Water
Consumption, Pricing and Conservation in Utah

Since Utah Foundation released the first part of this report in February, the
outlook on water availability for the summer months has continued to ook
grim. Snow pack |evel swithin the state continue to be below historical averages;
ranging from 31 percent for the feeders of the Virgin River to 87 percent for
those feeding into the Weber and Ogden Rivers as well as those feeding into
the Provo and Jordan Rivers and Utah Lake.! Figure One highlights snow
water equivalent levels for basins around the state.

Unless the state

receives significant
precipitation over the |Utah Snowpack Levels
next month, Utah will | By Basin, as of 3/25/2002
be in its fourth year of
drought. Sandy City has Inches % of
al ready enacted Basin Current| Average| Average
. .. Weber Ogden Rivers 20.1 22.5 87%
0rd| nances feqUI ri ng Provo River, Jordan River, Utah Lake 18.2 20.1 87%
‘efficient irri gati on Bear River 18.1 225 80%
’ Tooele Valley-Vernon Creek 14.3 19.0 75%
systems _and | i5reen River 74| 104  72%
permanently prohibiting Duchsne River 9.8 150 65%
i Price-San Rafael 11.4 16.6 68%
OUtdOOf water| ng Dirty Devil 7.3 10.8 67%
betweenthehoursof 10 | [sevier River 82| 142 60%
am and 6pm2 Other South Eastern Utah 6.1 11.7 52%
i ki Beaver River 7.5 15.5 48%
cities are Working on | [gscalante River 46| 102] 41%
Sl mllar Ordl nancesin an Virgin River 3.7 12.0 31%
attempt to curb wasteful Statewide Average 12.3 16.8 73%
water practices_ While Source: USDA-Natural Resource Conservation Service,
such ordinances are not SLC Data Collection Office. SNOTEL data March 25, 2002.

uncommon, the severity

of punishment against violators indicates the level of concern city officials
have for this issue. Violators in Sandy will be charged with a class C
misdemeanor and could receive up to a $750 fine and/or three monthsiin jail.

Thesetypes of ordinancesa ong with reportsfrom around the state of private
wells going dry and the surface elevation of the Great Salt Lake dropping to
levels not seen since 19723 are a catalyst encouraging thought and discussion
about policy decisions regarding Utah's water.

In this part of the report, Utah Foundation will focus on water consumption
levels in the state, water prices relative to surrounding western states,
conservation efforts and the issues surrounding the idea of shifting to a pay-
per-use system and eliminating the tax support for water entities.

Water Consumption

Much of Utah’swater wasfirst allocated to agricultural purposes, and today,
85 percent of thewater supply inthe stateistill used for agricultural production.
Theremaining 15 percent isused for what iscommonly referred to asMunicipal
and Industrial (M&]1) purposes. Municipal and industrial water is defined as
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culinary and secondary water supplied for
residential, commercial, industrial and
institutional use. Culinary water issimply water
that can be used for drinking. Secondary water

Massachusetts cannot be used for drinking, but is adequate for

outdoor use, such asgrounds maintenance. There
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are some water districts in Utah that provide
secondary water to their customersfor the above
uses. In this, Utah is unique, which makes
comparisons to the rest of the United States
difficult.

The high percentage of water allocated to
agricultural production in Utah follows western
water use patterns. In ldaho, agriculture accounts
for 96 percent of total state water withdrawals.
Nevada, Wyoming, Colorado, and Washington
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have similar percentages all otted to agricultural
uses. Whilethe agricultural industriesin the east
comprise only a fraction of water usage, those
states must contend with equally high
percentages of water going for one purpose;
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thermo-€el ectric generation. |n Massachusetts, for
example, thermo-electric plants consume 82.8
percent of available water. In most states, water
withdrawn for domestic use makes up less than
10 percent of the total water taken from surface
and ground water sources. Figure 2 compares
water withdrawals in Utah and Massachusetts
by percentages.

79.2%

When looking at the portion of water allocated
to agriculture and the expansion of urban growth
onto former agricultural land, one may be

0%
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0% s  w0m | tempted to assume that all the water the

Percentage of total withdrawals agricultural sector uses can readily betransferred

Source: U.S. Geological Survey, Estimated Use of Water in the United
States 1985, 1990, & 1995.

toMunicipa and Industrial use. Thisisincorrect.
Water for agriculture does not need to meet the

stringent standards applied to drinking water.
Often water treatment plants must be built or existing ones modified to
clean former agricultural water so that it can be used within the culinary or
secondary system.

However, despite the limited resources Utah has for it's M&I use, it is
the second largest per capitawater consumer in the nation. Utahns consume
255 gallons per day. This figure is reflects only water that is within the
M& | system and does not account for any agricultural water users or homes
and businesses that obtain water from private sources such as wells. The
chart below compares the top five M&| water consumption states and the
fivethat consumetheleast M& | water per capita. Thesefiguresare asubset
of the numbers used in the chart above and remove all water used for
mining, agricultural, and thermo-electric production as well as removing
any residence or business that is self supplied. All of these data are from
the 1995 U.S. Geologica Survey Estimate of Water Use in the United
States and are the latest available figures from the Geological Survey and
al numbersarein gallons per day. Theterm ‘deliveries meansthe amount
of water that arrives at the property. When calculating water usage it is
important to note that all the water taken or ‘withdrawn’ from sources
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does not reach the end user. L eakages do occur. Appendix
A lists all 50 states and ranks usage by both deliveries
and withdrawals. Those states with older, less efficient
water systems will be larger water consumers in the

Efficiency of Water Delivery Systems
States with the Highest and Lowest Per Capita Water

. . . . Deliveries

withdrawals category than they will be in the delivery ” | .
Category' Th!SISOf partlcular Importance inthediscussion State Withdrawals| Deliveries| Withdrawals| Deliveries
of conservation and efficient systemsas part of anoverall | [Nevada 1 1 325 296
H Utah 2 2 269 255
state conservation plan Washington 3 3 266 239
. . . Idaho 5 4 243 213
AsFigure 4 illustrates, the largest M& | water usersin | [wyoming Z 5 261 212
any state are domestic or residential water users. | [Minnesota 45 46 145 114
. Massachusetts 49 47 130 114
Resi denc_es account for between 54 and 85 percent_of Pennsylvania >7 YT 71 108
the publicly delivered water demand. Commercial Rhode Island 49 49 130 100
West Virginia 48 50 134 100

deliveries account for another 10 to 30 percent, as do

industrial deliveries. The graph below shows the
comparison, by percentage, of public water use in Utah

Source: U.S. Geological Survey, Estimated Use of Water in the
United States 1985, 1990, & 1995.

and Massachusetts. It isnoteworthy that in the most frugal

water consuming states such as Massachusetts, residential water deliveries
account for a smaller percentage of demand than in thirstier states, such
as Utah.

Onereason for thismay bethat reliance on private well systemsisgreater
in areas where there are adequate supplies of ground and surface water.
Less than half of the residents in states such as Washington, Minnesota,
and Rhode |sland receive their residential water through the public water
system. In western arid states, such as Utah, Nevada, and Idaho that
percentage can climb as high as 75 percent. However, as the quality of
water continuesto deteriorate in more urbanized areas, therewill probably
be fewer people relying on private wells, as water that comes through a
municipal treatment facility is usually viewed as safer and more clean.
Also, those states that are more urban will have a higher demand by
commercial and industrial sectors on their M&| water, thus driving
residential use as a percentage of total M&| use down.

While these data give some insights into the infrastructure demands
that water systemsin Utah face, they do not explain why Utahans consume
two and ahalf timesthewater astheir counterpartsin West Virginia, where
approximately the same percentage of households receive their water

Consumption of Publicly Supplied Water by Category
Massachusetts and Utah, 1995
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The good news is that
water use per capita in
Utah has declined in

recent years.

through the municipal system. To better understand consumption, an
examination of water usage patternsis necessary. A survey performed by
the Utah Water Resources Division gives the most recent data on
consumption patterns within the state. The survey, performed over two
years, from 1998 to 2000, helpsto clarify where and how Utahnsare using
water in their homes. The study confirms what researchers and water
planners have long suspected, 63 percent of the water consumed by the
average household is used for outdoor purposes.* Water used within the
home accounted for approximately 68 gallons per capitaper day, whichis
comparable to most other states. Total residential water consumption per
capita per day was estimated at 183 gallons, about the same level that was
estimated in 1995.

The good newsisthat water use per capitain Utah has declined in recent
years, according to areview of U.S. Geological Survey datafromtheyears
1985-1995, the most recent data available. Part of this decline is due to
voluntary conservation efforts by individuals. Builders installing water
saving devices also contributed to the downward trend of water
consumption. Another factor in this trend could be ‘system slack’ or
elagticity. This idea is simply that those states with a high per capita
consumption rate find it easier to absorb new users than those states with
alow per capitalevel. Of those statesthat have seen large popul ation growth,
68 percent (17 of 25) are states that had a per capita consumption rate
above the national median. This compares with those states that have seen
low population growth. Only 32 percent (8 of 25) have per capita
consumption rates above the national median of 174 gallons per day.

However, despite the downward trend of water usage, the state still
remains the second largest water consumer in the country in per capita
terms. While it may

. . the secon riest
Water Consumption and Population Growth state would be the
States Grouped by Populatlo_n Growth and Water Consumption Rates, 1985-1995 second largest
High Growth of Water Withdrawals Low Growth of Water Withdrawals -
1985-95]  1985-95] _Per Capita 1985-95]  1985-05] _Per Capita consumer, It Is cause
Population Water| Gal/day| Growth Population Water| Gal/day| Growth for concern in times
% Growth| Withdrawals|  1995| 85-95 % Growth| Withdrawals|  1995| 85-95
Arizona 35.3 6.2] _206] _ 2.9||Nevada 60.4 385 __325] 05 of drought, when
Florida 25.0 71| 170 -1.6}[utah 20.3 32| 269 56 thereislittlewater to
£ |Washington 23.4 26.0 266 -1.5f|California 19.1 -7.6 184 -15.7
2 [Georgia 20.6 6.8 __195] _ 8.6|Idaho 7.2 323] 242|195 spare. The state has
(5 |Oregon 17.5 20.9 234 9.3}|Colorado 16.5 15 208| -15.1 I
= |New Mexico 17.0 7.0 225 -0.3}|Delaware 16.2 -9.1 158 5.3 bUIlt a.SyStem Of
% Virginia 15.5 13.9 158  15.2||North Carolina 14.9 6.1 162 6.1 reservoirs and
= [New Hampshire 14.9 477|141 0.6[Hawaii 135 -10.2 191 5.8 ; Sl ;
§Texas 14.8 17.0 187 -3.7]|Alaska 13.0 -19.0 213 -2.7 hOIdl ng faC”ItleS In
& [Maryland 138 152| _200] _-7.7|[South Carofina 12.0 0.1 200|401 an attempt to
Tennessee 11.2 19.5 176 2.6[|Alabama 7.3 -17.4 237 35.3 H
‘[:T? Minnesota 10.1 19.8 145| -17.1 arne“oratethe effeCtS
Vermont 10.0 3484| 149| 34 of dry years on the
Wisconsin 8.2 7.6 169 -8.3 H
Wyoming -4.3 135 262| -12.2[|North Dakota 5.2 -3.4 149 10.8 p ~ p u I ation.
Oklahoma 0.2 60.6] 194 5.1|[West Virginia 45 15.1] 133|157 However, the
< |lowa 0.4 9.4 173 5.6f| Louisiana -1.8 -5.3 166 2.7 HH
g Connecticut 2.0 17.7 155 15.0}{Rhode Island 2.1 0.5 130 -1.1 StOCkaIIng Of water
& [New York 2.0 105] __185] _ 3.0||Pennsylvania 23 323 _171| 125 can only stretch so
< |Mississippi 4.0 27.5 152 10.3}{Massachusetts 3.1 -43.0 130 -9.7
-2 [Illinois 4.3 37.2 175 -3.4[|Nebraska 3.2 5.0 222 18.0 f_ar_' and UnleSS
< Indiﬁna 6.1 13.8]  156] -0.2 Ohioh . 3.9 -17.3 153 41 cltizens and
2 [Michigan 6.4 6.1 188] 11.1|[South Dakota 4.3 -31.9] 146 0.1 : :
& [Missouri 6.5 151 161 3.6]|Kentucky 4.3 5.2 148 1.2 businesses al!ke
g Arkansas 6.6 48.1 191 24.5||New Jersey 53 -12.0 150 -4.1 make conservation
a Montana 5.7 2.4 222| -13.8
Maine 6.4 786 141] 84 efforts_. _those
Kansas 6.6 -7.6 159 0.9 StOCkpl les will be
Median per capita consumption = 174 gallons per day. quickly depl eted and
Source: U.S. Geological Survey, Estimated Use of Water in the United States 1985, 1990, & 1995 and it will be difficult to
U.S. Bureau of the Census, Population Estimates series.
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replenish them for the next dry cycle.

Additionally, demand for water resources will continue to grow as
population increases. Those cities and towns within the state that have
seen the largest growth in population during the last two decades are al'so
the municipalities with the lowest billing rates.

In December 1999, the Governor’s Council of Economic Advisors®issued
amemorandum which in part summarized the“ context of present realities”
concerning water development in Utah with the following five statements:

 Utah currently has high per capita water use and low water rates.

» Based on present demand and pricing practices, population and
economic growth will continue to put pressure on the state's water

supply.

* The most accessible and least costly sources of water have already
been developed.

» Federa funds for new water development are dwindling and will
continue to decline, if not disappear.

» Future water development will almost assuredly be funded from state
and local revenue sources.

Perhaps the most critical of these five is the third point, those sources
that are the most readily available are already part of the existing public
water system. In order to supply continued growth and development in
Utah, state water officials will need utilize |ess desirable water sources at
a higher cost and with less federal money. With such constraints on the
supply side of the economic equation, policy makers have increasingly
turned their attention to water demand. While conservation may seem asa
small part of the equation, reductions in consumption reduce the demand
on current infrastructure and forestall the necessity of developing less
desirable resources.

Water Conservation

Theideaof conservationisnot new in Utah. Theearly pioneers’ insistence
that water use must benefit all members of the community, and the
safeguardsthey built into the system to assure that those with newer claims
on this resource not bear the brunt of a drought, set the precedent for
conservation efforts.

Today, there are a variety of ways citizens of the state can continue this
pioneer tradition. Some are voluntary, some are not, and some involve
pricing water to encourage people to avoid wasteful practices. In asurvey
performed by the Utah Division of Water Resources, researchers estimate
that if homeowners in Salt Lake City implemented some simple
conservation measures, the potential water savings per year could be 45,000
gallons per household or 40 gallons per capita. These measures include
such things as not over watering the lawn, ensuring swamp coolers arein
good repair and retrofitting older homes with low flow plumbing devices.
The following points highlight some of the common measures used to
conserve water:

* Ensurethelawn isnot over watered. Utah Water Resources estimates
the average lawn is over watered by 18 percent.

 Retrofit structures built before 1993 with low flow plumbing devices.
These are estimated to save 20 gallons per capita per day.

While conservation may
seem as a small part of
the equation, reductions
in consumption reduce
the demand on current

infrastructure and

forestall the necessity of
developing less desirable

resources.
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Block rate pricing is a
common tool among
water utilities... This
allows the rate to increase
geometrically while
consumption increases in
a linear fashion, thus
creating a dual incentive
to practice frugal water
habits.

» Keep swamp coolers in good repair or switch to air-conditioning.
Swamp coolers use an estimated 41 gallons per day during summer
months.

« Plant outdoor vegetation that requires less water.

« Do not water during daylight hours, too much water evaporates off
and can weaken the root structure of the plants, causing them to need
more water to thrive.

Municipalities have long encouraged their citizens to incorporate these
recommendations into daily life. Water Conservation Districts also have
education programsthey disseminateto the general public. However, most
local governments and water agencies feel users are not giving enough
heed to their suggestions. Hence, the penalties Sandy City just enacted to
encourage compliance with conservation efforts. Other municipalitieshave
switched to ablock rate structuring of water pricing to encourage thefrugal
use of water during summer months. Two municipalitiesthat have switched
to alternative pricing are Salt Lake City, which has block rate pricing for
water used during the summer, and Spanish Fork, which is in the process
of converting to a pressurized irrigation system to deliver water suitable
for outdoor use. Spanish Fork’s pricing schedule is based on the size of a
resident’s lot with the underlying assumption those with larger lots will
use more water.

Block rate pricing isacommon tool among water utilities. Thereisaflat
rate charged to everyonefor thefirst block of water. Thisblock isassumed
to be adequate to perform everyday functions, such as bathing, cooking,
cleaning, etc. This is called the ‘lifeline’ rate. Each additiona block of
water beyond this lifeline has a price attached to it and the rate increases
with each block. For example, a municipality might set their flat rate at
$10.00 for thelifeline block The next block of water might cost $1.00 per
every thousand gallons up to 4,000 gallons, then the subsequent block
would have arate of $1.50 per every thousand gallons up to an additional
2,000 gallons. This allows the rate to increase geometrically while
consumption increasesin alinear fashion, thus creating adual incentiveto
practice frugal water habits.

Spanish Fork has modified this idea to target the largest segment of
residential water demand: irrigating the lawn. According to data published
on the city’s web site, as the
pressurized irrigation system is

Spanish Fork City

installed, residents will be
chargetwo monthly bills, onefor

New Residential Water and Pressurized Irrigation Rates standard residential water and

Culinary Water

the other for outside irrigation.
The figure below highlights the

Base Charge $10.00 which includes up to 4,000 gallons ;
Additional Usage Charge Usage over 4,000 gallons is $0.77 per 1,000 gallons new Chargesaswe” asestimates

the cost savings or increases

Pressurized Irrigation

based on lot size.®

Lot Size Rate Cadlculations show that of the
Under 6,000 sq. ft. $6.75 per month year round five lot sizes listed by the City,
6,000 - 9,999 sq. ft. $7.00 per month year round .

10,000 - 14,999 sq. ft. $7.50 per month year round the three smallest will pay less
15,000 - 19,999 sq. ft. $14.50 per month year round under the new rate structurethan
20,000 sg. ft. and above Metered same as culinary rates ($0.77 per 1,000 gallons) the average home did under the
Agricultural Metered $0.46 per 1,000 gallons old pl‘i ci ng system. Residents

Source: Spanish Fork City published utility rates at:
http://205.118.70.8/administration/finance/billing/utility _rates.htm

with lot sizes between 0.34 and
0.44 an acre will pay more and
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Residential Water Rates in
Western Cities

Estimated Cost per
City 1,000 gallons
Reno, NV $3.39
Seattle, WA 2.30
Los Angeles, CA 2.22
Park City, UT 2.20
Tucson, AZ 1.81
Boise, ID 1.68
Las Vegas, NV 1.65
Phoenix, AZ 1.61
Albuquerque, NM 1.41
Denver, CO 1.14
Salt Lake City, UT 1.04
Provo, UT 0.75
Sacramento, CA 0.75
AVERAGE $1.63
Utah Average $1.15
National Average $1.96

Sources: Out-of-state values adapted from
“Western States Water Newsletter,” dated
December 31, 1998. In-state values taken
from Utah Division of Drinking Water, 1999
Survey of Community Drinking Water
Systems, 2000, Appendix 7, 1-6.

an estimate could not be made for
those with lots over 0.46 an acre.
The average annual water bill
under the new system is estimated
to be $264.21, $5.61 higher than
under the old system. All of these
figures are estimates. Until the
system is fully operational, the
monthly costs to residents in
Spanish Fork are difficult to
determine. Asisthelikelihood that
this new pricing scheme will
actually encourage conservation.
With a flat monthly fee, it is
possible those residents with
smaller lot sizes will begin to use
morewater than they did under the
previous system. By implementing
a secondary system for outdoor
use, the city is relieving the
demand on the culinary water
infrastructure. Thiswill help M&l
supply meet demand, but not
necessarily conserve water, unless

residents feel they are paying a
higher cost with the new system.
Despitethese conditions, the new pressurized irrigation pricing isan attempt
to price water according to usage and place the burden of payment on
those that use the most water.

Water Pricing

Highlighting Spanish Fork’s new pricing schedule aboveisimportant in
the discussion of water prices, especially since Utah has some of the lowest
prices for water in the western United States. Figure Seven compares
water prices in large communities in California, Arizona, New Mexico,
Washington, Colorado, Idaho and Nevada. The data show prices in Salt
Lake City and Provo are lower than any other comparable city except
Sacramento, California. The average of all Utah cities and townsis higher
than Denver and Sacramento’ s prices. Sacramento areawater agencies have
recently begun metering residents’ water usage under pressure from federal
and state government agencies; it is expected that this changewill increase
the cost of water in those communities.

A recent study into the pricing structure of water in Salt Lake County is
helpful in understanding what keeps the cost of Utah water low, in
comparison to the surrounding states. In April of 2001, Gail Blattenberger
released a study entitled The Price of Water in Salt Lake County (1998).
The purpose of this study was to determine the true price of water within
the county. Included within the report were data detailing what residents
in a given community were paying in taxes compared with the retail bill
they were charged every month. The results vary across areas and water
districts but a generalization that can be made is that the monthly water
bill only reflects approximately half the cost of water to most Salt Lake
County residents. Nineteen percent of the cost of water within the county
is paid for through property tax; another three percent through sales tax
and another 28 percent are federal tax monies returned to the local area.
Holladay has the highest percentage of its costs covered through retail

The data show prices in
Salt Lake City and Provo
are lower than any other
comparable city except
Sacramento, California.

Utah Foundation, April 2002
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Retail Billing
49.5%

Water Funding Sources
Salt Lake County Average and Holladay, 1998

Salt Lake County Average Holladay

Source: Blattenberger, Gail The Price of Water in Salt Lake County, 1998, April 2001.

Property Tax
Property Tax 5.9%

19.2%

Sales Tax
3.0%

Sales Tax

3.0% Federal Subsidies

15.8%

Federal Subsidies Retail Billing
28.3% 75.2%

While levying a property
tax to fund water
development projects is
an accepted practice,
Utah differs from most

states in one critical area:

property tax revenue is
used to pay for normal
operating expenses.

billings: 75.2 percent of the water to Holladay residents is paid for by
monthly charges. Figure Eight depicts the average within the county and
also the billing proportionsin Holladay.

While levying a property tax to fund water development projectsis an
accepted practice, Utah differsfrom most statesin onecritical area: property
tax revenueis used to pay for normal operating expenses. An examination
of Utah water districts' comprehensive annual financial reports (CAFRS)
shows that tax revenue accounts for, in some cases, over half of annual
operating revenues. Water districts, when asked about the inclusion of
property tax revenues into their operating budgets, insist that thisis done
to insure the districts receive the highest rating possible on their bond
issues. When a governmental entity issues bonds for various projects, the
entity isassigned acredit rating by analystsworking for one of threerating
agencies; Moody’s, Standard and Poor’s or Fitch. The analysts review the
overall financial health of the entity seeking the rating as well as the local
economy and specifics regarding the actual project. According to the
information they gather, theanalysts' assign arating to the entity, the highest
being AAA.

A review of Denver’s Official Statements, the documentation that
accompanies bond issues, reveals that the water district has a rating as
high as many large districts in Utah, and yet has never levied a property
tax. A discussion with water district officials there revealed the district,
because it is a separate entity from the city and county, does have taxing
authority in its own right, but has not needed to levy a tax, even for
development purposes. Further, the fact that the district has the ability to
render such atax was sufficient for ratings analyststo award the district its
AA and AA+ ratings. This occurred while Denver has water prices below
those in both Salt Lake City and Utah statewide averages.

Denver may have unique circumstances that allow for the district to
operate within such favorable parameters. Also, the history of Colorado
water resource development has not been one of cooperation, ashasUtah's.
Rates charged by the Denver water district in the past might have been
significantly higher than those charged in Salt Lake City, allowing district
officialsto avoid large rate increases while devel oping new resourcesfrom
accumulated capital. The Denver water district isused hereasanillustrative
example of awater entity that has managed to keep rates low and not had
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to levy property taxes. For thisreason, it is significant to the discussion of
whether Utahns should continue to pay for their water through a
combination of taxes and monthly charges or switch to a straight pay-per-
use system.

Water asa Commodity or a Public Good?

The debate over whether water should be paid for through taxation or
strictly by consumption can be pared down to the above question: will
citizens and policy makers continue to look at water as a public good, one
that all must have accessto, or haswater become so scarcethat it can only
be viewed as a commodity? There are valid points to both sides of the
argument. A few will be mentioned here.

Thosewho believewater isand should continueto be considered apublic
good point to the state’ s history and the fact that Utah’ swater devel opment
would not have been as equitable without the cooperative attitude of all
users. They also assert that with careful management, the existing water
resources can continue to supply the population growth well into the future.
Finally a switch to a pay-per-use system would place the burden of water
costs directly on those who can least afford it: average citizens. The
argument continues that businesses and industrial operations, many of
whom rely on private sources of water, still pay taxes and in larger
proportions than do households. Further, because of Utah’s large
homeowner property tax exemption and the size and value of most business
properties, their contribution to the tax base offsets that of the average
citizen, who pays less in taxes than their water is worth. To remove the
commercial and industrial ‘subsidy’ would cause prices to skyrocket
unnecessarily and it would be households, especially poor ones, which
would bear the brunt of rate increases. Those on this side of the argument
are also concerned that a pay-per-use system would limit popul ation growth
through artificially limiting water availability.

Those on the other side of the debate emphasize that water resources
within the state have been developed to the point that there is no more
easily accessible water available. Any further development would come at
great expenseto the state. Unlesswater useis curbed now, future generations
would be forced to pay astronomical costs for this development with
relatively little return. Further, a pay-per-use system with the anticipated
higher prices would force people to be more careful about how they use
water. Conservation would become an everyday part of life and not
something that needs to be mandated by municipal governments. Finaly,
pay-per-use systems would be equitable, forcing those who use the most
of the resource to pay the highest price for that use.

Both sides have valid arguments and it is beyond the scope of this report
to prove or disprove either of them. However, for those who believe Utah
cannot afford to lessen its dependence on taxes to offset water costs, the
research would suggest that Denver has been successful in achieving this
goal. For those who argue higher prices encourage conservation, an
examination of the price listings in Figure Seven relative to the per capita
consumption ratesin Appendix A would suggest otherwise. Even removing
agricultural water from the mix and focusing solely on residential per capita
consumption, the data seem to run counter to the argument that higher
prices will significantly impact how much water people use.

In closing, Utah has had, through its history, a unique system of water
devel opment, one that has been based on the ideal s of cooperation and the
greatest good to the greatest number of people. Going forward, policy

Will citizens and policy
makers continue to look
at water as a public good,
one that all must have
access to, or has water
become so scarce that it
can only be viewed as a

commodity?
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makers need to keep these ideals in mind while facing the cyclical
challenges of drought and abundance.

Endnotes

! Data from the US Department of Agriculture, Natural Resources
Conservation Service SNOTEL. Data current as of March 25, 2002.

2 Associated Press Brief in the Daily Herald dated March 31, 2002.

% Hardy, Rodger “ Sputtering Utah County wells spur search for new water
sources’, Deseret News March 30, 2002.

Arave, Lynne “Drought taking toll on Great Salt Lake”, Deseret News
March 30, 2002 and US Geological Survey data on the surface elevation
of the Great Salt Lake.

4 State of Utah Department of Natural Resources, Division of Water
Resources, “ldentifying Residential Water Use: Survey Results and
Analysis of Residential Water Use for Thirteen Communities in Utah”,
January 2001.

> The Council of Economic Advisors is charged with advising the
Governor on economic policy issues affecting Utah. The membership is
comprised of economists from various private, public and institutional
offices.

¢ Pricing schedule taken from the City of Spanish Fork’s web site.
Estimates of water consumption based on data from the Utah Division of
Water Resources survey, “ I dentifying Residential Water Use.” Spanish Fork
was not included in the survey so consumption dataare based on Springville
data. Springville is the closest in terms of proximity to Spanish Fork,
therefore the assumption was made the consumption patterns would be
similar. Price calculations are assuming that there is an equal number of
lotsin each size category, no weighting measures were employed to adjust
for alarge number of lots within a single category.

This Research Report was prepared by Janice Houston, Senior Research Analyst. Sheis available for
comments or questions at (801) 288-1838 or by email at janice@utahfoundation.org.
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Appendix A: Efficiency of Water Delivery Systems

Per Capita| Leakage as %[ Rank: Efficiency
State Withdrawals| Deliveries| Withdrawals| Deliveries| Leakage|of Withdrawals of System
Nevada 1 1 325 296 29 9.0% 7
Utah 2 2 269 255 14 5.2% 1
Washington 3 3 266 239 27 10.2% 12
Idaho 5 4 243 213 30 12.4% 19
Wyoming 4 5 261 212 49 18.7% 38
Alabama 6 6 237 210 27 11.6% 16
Oregon 7 7 235 206 29 12.5% 20
New Mexico 8 8 225 204 21 9.5% 8
Nebraska 10 9 221 202 19 8.8% 6
Alaska 11 10 212 192 20 9.6% 9
Arizona 13 11 206 185 21 10.1% 10
Oklahoma 17 12 194 182 12 6.2% 2
Colorado 12 13 208 181 27 12.8% 22
South Carolina 14 14 200 170 30 15.1% 33
Georgia 16 15 195 168 27 14.0% 26
Michigan 20 16 188 166 22 11.7% 17
California 22 17 185 164 21 11.5% 15
Texas 20 18 188 164 24 13.0% 23
Hawaii 18 19 191 163 28 14.5% 28
Montana 9 20 222 161 61 27.4% 48
New York 22 21 185 159 26 14.0% 27
Tennessee 24 22 176 158 18 10.1% 11
Arkansas 18 23 191 154 37 19.4% 39
Louisiana 30 24 166 145 21 12.7% 21
Florida 28 25 169 144 25 14.7% 31
lllinois 25 26 175 144 31 17.8% 37
North Carolina 31 27 162 140 22 13.7% 25
Delaware 33 28 159 138 21 13.0% 24
Kentucky 42 29 148 135 13 8.7% 5
Maryland 14 30 200 135 65 32.5% 49
Mississippi 39 31 152 135 17 11.5% 14
South Dakota 44 32 147 134 13 8.6% 4
Virginia 33 33 159 134 25 15.7% 34
Indiana 36 34 156 133 23 14.6% 30
Missouri 32 35 161 133 28 17.7% 36
lowa 26 36 173 133 40 23.4% 45
Vermont 42 37 148 132 16 11.0% 13
New Hampshire 47 38 140 131 9 6.4% 3
Ohio 38 39 153 130 23 15.0% 32
Connecticut 37 40 155 128 27 17.6% 35
Kansas 33 41 159 128 31 19.8% 41
Wisconsin 28 42 169 127 42 24.9% 46
Maine 46 43 142 121 21 14.5% 29
New Jersey 40 44 150 121 29 19.5% 40
North Dakota 41 45 149 119 30 20.4% 42
Minnesota 45 46 145 114 31 21.1% 43
Massachusetts 49 47 130 114 16 12.2% 18
Pennsylvania 27 48 171 108 63 36.9% 50
Rhode Island 49 49 130 100 30 22.9% 44
West Virginia 48 50 134 100 34 25.4% 47
Source: U.S. Geological Survey, Estimated Use of Water in the United States 1985, 1990, & 1995.
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